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Introduction 
One of the most interesting free trade agreements of the past years is the NAFTA agreement 
between Mexico, US and Canada. The North American Free Trade Agreement was signed in 
December 1992 and came into force in January 1994. It is the first mutual free trade pact 
between a developing country and industrial countries and has great influence on economic, 
political and social factors between these countries. Because of its great importance and 
effects on the region, a lot of research have been done on the topic in the previous years. 
However, the specific topic of labor within the agreement has not been researched in much 
detail yet. To create a developed image upon the role of labor within the agreement, this thesis 
will research how labor issues during the NAFTA changed. Furthermore, those labor issues 
will be linked with two different economic theories where possible. Elements of the 
dependency theory, which is often linked with underdeveloped ‘Southern’ countries, and the 
neoclassical economic theory will be used in giving possible explanations of the labor 
outcomes. Finally, this thesis will analyze the results of the labor issues and relate them to the 
topic of economic development.  
For this research, the thesis is divided into five main chapters. The first chapter is a 
background chapter which is divided into two different sections. The first section gives an 
overview of the historical labor conditions in the US and Mexico, followed by a short 
description of the NAFTA agreement itself and finally its labor provision the NAALC. The 
second section of the first chapter will explain the dependency and neoclassical economic 
theory in general and their points of view according to the topic of labor. The main body of 
the thesis will exist of the following four chapters. The second chapter will research the 
changed labor conditions during the agreement, based on the exporting manufacturing sector. 
The third chapter examines the changed role/power of labor unions during the agreement 
while the following chapter investigates the labor mobility or labor migration within the 
agreement. Finally, the last chapter will be an analysis chapter which relates the discussed 
labor issues of before with the topic of economic development. Where possible, both 
economic theories will be used in these chapters.  
As made clear in the division of the chapters, the thesis will focus on the labor conditions, 
labor unions, and labor mobility during the agreement. Finally, these results will be related to 
the meaning of labor on economic development and the meaning of the NAFTA on the 
economic development based on the labor conditions. According to recent developments in 
Mexico, it can be expected that the overall labor conditions in the country did not improved 
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despite of the agreement. Making predictions for the changes in the three specific labor issues 
seems harder. However, the labor provision within the NAFTA agreement make it assumable 
that the labor conditions will improve during the agreement, because the objectives of this 
provision are indeed better labor conditions.  
Theoretical framework 
Researching the labor conditions of the NAFTA agreement can be linked with different 
theories and concepts which have to be discussed. However, a broad description of the 
theories which will be used in writing the thesis can be find already in chapter one. The 
dependency theory and neoclassical economic theory are explained here with more than 
enough information. Therefore, this theoretical framework will be less developed and it will 
explain the theory of economic development in general and shortly linked with the factor of 
labor.  
Many books have written on the general topic of economic development, some of these will 
be stated on the theory. The distinction between the economic variables and noneconomic 
factors within economic development is illustrated by different writers as Todaro, Arndt, and 
Nafziger. Todaro for example says that ‘analysis of development problems necessitates the 
supplementation of strictly economic variables such as incomes, prices with equally relevant 
noneconomic institutional factors including education and health systems (Todaro, 6). The 
distinction between economic and ‘social’ indicators in economic development are really 
important. Often the theory of economic development is linked with the theory of economic 
growth. However, ‘economic growth refers to the increases in a country’s production or 
income per capita, whereas economic development refers to economic growth accompanied 
by changes in output distribution and economic structure (Nafziger, 15).’ Examples of these 
changes may include improvement in the material well-being of poor people, increase in the 
education, and skills of labor force.  
The mentioned increase in education leads again to return in the labor market. These are 
important ways to improve one’s livelihood and thus economic development. An increase in 
skills leads to an increase in wages and there are several routes for achieving skills. Formal 
schooling obtained during childhood, and adult literacy program participation later in life. 
Learning about income-generating activities in this schooling may increase wages (Kanbur, 
Svejnar, 369). The links between education, position on labor markets, and finally receiving 
higher wages are therefore really important for economic development.  
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Literature review 
The NAFTA agreement between Mexico, the United States and Canada has been discussed on 
many topics by several different scholars. This thesis will discuss the topic of labor within the 
NAFTA agreement and at the end, the outcomes of these data will be linked with the role of 
labor in economic development. In this literature review it is therefore relevant to look at what 
other authors have said on the topic of labor within a free trade agreement and different 
effects of the topic of labor towards economic development.  
First of all, the topic of labor within free trade agreements (FTA) will be analyzed by 
illustrating the information provided by previous authors. In her article about the Trans-
Pacific Partnership (TPP) agreement, author Elliott is describing the way why a labor 
agreement within a free trade agreement is important. According to her, ‘a high-quality 
agreement on labor standards would respect national sovereignty in areas that are primarily 
domestic in nature and it would be designed to accommodate countries in widely differing 
economic situations.’ Furthermore, she mentions several options for improving the labor 
standards within this free trade agreement. Examples are, ‘take measures to reduce trade in 
products made through forced or child labor, and to ensure that labor laws apply in export 
processing zones (Elliott in Lim, Elms, Low, 209).’ The US was the main player in determine 
regulations about labor conditions within this agreement.  
The TPP is just one of the many free trade agreements where the US is involved in. Kirschner 
is elaborating on the US role in negotiations about labor provisions in FTA. She is discussing 
the so-called fast track authority which was specially made for these kind of negotiations. Fast 
track is an expedited procedure that provides assurance to America’s trading partners that the 
agreement will make it through Congress (Kirschner, 393). It is important to mention this fast 
track authority, because it is a danger for labor protection in FTA. ‘Labor advocates believe 
that they have not been given a meaningful opportunity to voice their opinion on the contents 
of trade agreements, which they believe has led to inadequate protections for both American 
workers and the laborers of our trading partners (Kirschner, 415).’ This is one of the reasons 
why US labor proponents are having negative feelings according to a free trade agreement.  
The role of labor in economic development is described by many different authors, with 
different point of views. Charles Stahl is illustrating the effects of labor emigration for 
economic development of the exporting country. He argues that the emigration of unskilled 
and unemployed labor on a temporary basis could provide developmental benefits. He 
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explains that, ‘the remittances sent home by workers may improve consumption standards and 
augment investment’. If there follows carefully designed policy, savings with which they 
return can be channeled into capital formation. However, such adequate policies are very 
important according to Stahl. The benefits and costs are namely functionally related to a large 
array of variables. Correct manipulation of these variables through emigration policies may 
augment the gain deriving from export of labor services (Stahl, 896).  
An interesting case of the role of labor in economic development is the case of Singapore. 
This is a country which is historically founded on foreign labor, and most Singaporeans are 
the descendants of immigrants. Writers Fong and Lim are illustrating the economic success 
based on the foreign workers. Rapid rates of growth in the late 1960s and early 1970s resulted 
in domestic labor shortages. For this reason, Singapore relaxed its tight immigration policy to 
let in temporary workers. Their article shows that foreign labor was needed for Singapore, 
otherwise there would not be economic development in this country. They mention that a 
related reason for encouraging the permanent immigration of skilled, professional and 
entrepreneurial personnel and on the other hand the temporary immigration of unskilled 
foreign workers is the assumption of the government that immigrants possess and stimulate in 
the local population desirable social values and work habits (Fong, Lim 551).  
The two previous writers both illustrated a positive effect of labor on the topic of economic 
development. It is needed to find a more critical author as well which makes the debate more 
even. Rodríguez-Clare is such a critical writer and he describes how an economy with a low 
division of labor may be stuck in an underdevelopment trap. An essential assumption in his 
paper is that a firm cannot use cheap labor from the poor economy and simultaneously benefit 
from the abundance of specialized inputs which are available in the rich economy. This again 
allows wages to differ across countries without generating capital flows that would restore 
equality in wage level (Rodríguez-Clare, 23).  
Besides the role of emigration on the topic of economic development, it is also useful to see 
what authors have written about labor unions in economic development. John Pencavel have 
discussed this role of labor unions in fostering economic development. He argues that 
improving workers’ standard of living requires growth in productivity, instead of mandating 
higher wages which is not a durable source of improvements. Furthermore, he says that the 
structure of developing economies cannot sustain as high a level of unionism as industrial 
economies. Typically less than a quarter of the workers in a developing country are covered 
by collective bargaining agreements (Pencavel, 23).  
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In conclusion, the literature review has shown research which already was done by different 
authors based on the topics of labor in free trade agreements and the role of labor within 
economic development. Some conclusions of the literature review are the fact that the US has 
much influence on the negotiations of labor conditions within free trade agreements. They 
even made an own policy, the fast track authority, to make their long negotiations shorter. 
This however has negative implications for the working conditions in free trade agreements. 
Furthermore, different labor issues were related to the topic of economic development based 
on both positive and negative effects. This thesis will research the gap of labor conditions 
within the NAFTA agreement and the effects of these labor conditions linked with economic 
development.  
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Historical labor conditions in the US and Mexico and the NAFTA agreement 
This first chapter of the thesis will exist of two different sections, the first section will explain 
the historical labor conditions in both the US and Mexico before the NAFTA agreement was 
started, followed by an overview of the NAFTA agreement and its labor provision called the 
NAALC. The second section will explain the dependency theory and the neoclassical 
economic theory and their view upon the topic of labor. The description of the historical labor 
conditions are relevant as background information for the thesis just as a short explanation of 
the NAFTA. The relevance of describing the NAALC provision is that this provision 
probably will be linked sometimes with labor issues in the main body of the thesis.  
First of all, it is useful to look at the labor conditions in Mexico during the twentieth century. 
The export production always has been of extreme importance for the Mexican economy and 
in the twentieth century the agricultural sector became mainly important for exporting 
products. During the period of 1940 till 1965 growth in agricultural output substantially 
exceeded increases in population. Some dates according to this period are showing that gross 
farm output rose 4.6 percent, employment in the agricultural sector increased 1.5 percent and 
the balance of agricultural exports over imports increased by more than 8 percent annually 
(Hertford, viii). The Mexican government has had great influence on this flourishing period. 
From 1940 to 1970 the Mexican authorities subsidized crop prices and agricultural inputs in 
combination with provided credit, producing what is known as the ‘Mexican Miracle’ 
(Chollett, 81). After 1970, the importance of the agricultural sector decreased quickly, but the 
importance of export production for the Mexican economy remained. Urbanization was the 
next step for this export production, agricultural workers started to work in industries in the 
border zones. Internal migration to northern border cities is part of a broader pattern of rural 
to urban migration that accompanies industrialization. From 1940 to 1990, the percentage of 
Mexico’s population lived in localities with more than 15000 inhabitants increased with 37 
percent (Heppel, Torres, 56). Thus, the export production always have been very important 
for the Mexican economy, first based on agriculture and afterwards on industrialization. 
Interesting to see is that the Mexican agricultural workers also had great influence on the US 
historical labor conditions. More than any other industry, US agriculture depends on 
nonnative workers to meet its labor demand (Heppel, Torres, 57). However, in contrast to 
Mexico the agricultural sector or the exporting sector have not been of great importance for 
the US economy in history. The most important economic sector in the US always have been 
the service sector. This sector can also be seen as a similarity with the Mexican economy, 
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especially according to the past. Until 1982, Mexico catch-up with US productivity levels, 
however their relative performance worsened later. Performance in services in Mexico after 
1950 was even slightly better than their relative performance in the secondary sectors 
(Mulder, 208). Besides the service sector, the US manufacturing sector also was going in front 
through the history even though this was not the most important sector. This already shows 
what the differences are between a developed and underdeveloped country according to the 
economic situation. Looking at data of the private service-producing industries compared with 
the private goods-producing industries through the history, it is clear that the service sector 
was much more important. Already in 1947, services-producing industries counted for 48 
percent of the GDP compared to 40 percent of goods-producing industries. In 1987, the 
difference already was much bigger, with 61 percent service-producing industries compared 
to just 25 percent goods-producing industries (Yuskavage, Fahim-Nader, 71). Concluded, the 
service sector always has been the most important labor sector in the US. It shows both 
similarities and differences with Mexico, in the past Mexico was able to follow the US 
productivity trends, but later on the manufacturing sector became more important for Mexico.  
It is interesting to see how an underdeveloped country and developed country as Mexico and 
the US decided to sign a free trade agreement. This paragraph shortly illustrates the 
background of the NAFTA. The North American Free Trade Agreement (NAFTA) was 
signed in December 1992, and came into force in January 1994 after ratification by the three 
legislatures of Mexico, United States and Canada. The NAFTA is the most extensive free 
trade pact ever negotiated between regional trading partners and thereby the first mutual free 
trade pact between a developing country and industrial countries. In his book ‘NAFTA 
revisited: Achievements and Challenges’, Hufbauer argues that for the US, NAFTA was an 
economic opportunity to capitalize on a growing export market to the south and a political 
opportunity to repair the relationship with Mexico. For Mexico, NAFTA represented a way to 
lock in the reforms of the ‘market opening’. Mexico needed more rapid growth to provide 
more opportunities for its young population and the best way to do so was to import goods 
and capital, creating more competition in the Mexican market (Hufbauer 2, 3).   
Because there is a great change that the labor provision of the NAFTA will be used in the 
main body by researching different labor issues, it is useful to give some background 
information about this provision already. The NAFTA agreement was signed, existing 
actually of two different parts which include firstly environmental provisions and secondly 
labor provisions. It is interesting to look at the labor provision made by the governments, 
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called the NAALC (North American Agreement on Labor Cooperation). This labor side 
agreement is the first of its kind and it was the US which insisted upon the inclusion of these 
side agreements. The objectives of the agreement will be partly described in order to get an 
understanding of the provision. The main objectives are to improve living and working 
conditions in each of the NAFTA countries, to promote the labor principles set out in the 
agreement (inter alia, equal pay for women and men, the right to strike etc.), to promote 
compliance with, and effective enforcement of each countries’ domestic labor laws, to 
encourage cooperation to promote innovation and rising levels of productivity and quality and 
so on (Guerra, Torriente, 504). 
In conclusion, the first section of this chapter gave background information on the historical 
labor conditions in Mexico and the US, the NAFTA and finally its labor provision the 
NAALC. The export production always have been the most important sector of the Mexican 
economy, firstly based on the agricultural sector and afterwards on the manufacturing sector. 
The most important sector of the US was and is the service sector, which was already the 
main source after the Second World War and developed even more after the following years 
up until now. The NAFTA was the first free trade agreement between a developed and 
underdeveloped country and existed of an environmental provision and labor provision. Some 
objectives of the labor provision, the NAALC, are improving living and working conditions, 
promoting set out labor principles, and encouraging cooperation to promote innovation.  
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Explanation of the economic theories 
This second section of the first chapter will explain two different economic theories which 
will be used in the main body for giving possible reasons of labor issues within the NAFTA 
agreement. It is therefore relevant to give a broad description of both the dependency theory 
and the neoclassical economic theory. Both theories will be illustrated based upon the start 
and development of the theories and afterwards their point of view on the topic of labor. 
First of all, the dependency theory will be discussed in general and on the topic of labor. The 
dependency theory will be explained based upon the start and development of the theory and 
finally the view of the theory towards the topic of labor. Dependency theory first appeared in 
the 1950s and had two main sub-theories, namely the American Neo-Marxist approach and 
the Latin American structuralist approach. A common core assumption is the idea that the 
world economy can be divided into two parts. First of all, the ‘centre’ which intend the 
developed countries in the global North and secondly the ‘periphery’ denominating the less 
developed countries in the South, including the colonies and ex-colonies (Anton, 3). The fact 
that the theory was based on the Latin American economic position in the world, North-South 
relation, and the fact that most supporters are Latin American writers makes it even more 
interesting to look at the relationship between the US and Mexico.  
The dependency theory in fact was the contradictor of the modernization theory. Larrain says 
that for the first time the poverty and economic difficulties of less developed countries come 
to the fore and are recognized as big problems by the developed world. The consequence was 
that modernization theories emerged which seek to explain the process of development as a 
change from tradition to modern society. At the opposite extreme, new theories arise in Latin 
America which are critical of both the theories of modernization and ECLA’s policies. These 
theories are the theories of dependence (Larrain, 11, 14). In the following years, different 
forms of criticism on the dependency theory were made with the question whether the theory 
is still legitimate to use in this period of time. In his article Sekhri is fighting against the 
argument that the dependency can’t be used anymore. He describes that dependency as a topic 
of study wasn’t popular during the post-Cold War era which lead to a reduced amount of 
works with dependency as main subject. Furthermore, he illustrates several critiques of the 
dependency theory and afterwards explains the practical utility of this approach. His 
conclusions are that several thoughts and concepts from the dependency approach still are 
applicable and that the approach is still one of the few frameworks that have attempted to 
address the South dilemmas (Sekhri, 248, 252).  
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It makes sense to look at the topic of labor linked with the dependency theory as well, because 
the evaluations of the authors on the topic of labor within the agreement will be the main 
research. The milder version of dependency, pioneered by Cardoso and Faletto, maintained 
that under capitalism both rich and poor could grow but would not benefit equally (Velasco, 
44). So, from this perspective it is possible to say that the abuse of cheap labor in the world 
benefits the developing countries as well, but it isn’t proportionate to the gains of the 
developed countries using this cheap labor. Another interesting description of the role of labor 
in capitalism in the world is that the different regions can be linked based on ‘a predominant 
division of labor between formerly ‘free’ wage labor in the core, sharecropping in the semi 
periphery, and forced (coerced cash crop) labor in the periphery (Wallerstein in Morton, 41).’ 
This statement can be linked to the dependency theory in the sense that although there might 
be work available in the periphery, this often is forced labor with probably low wages. So, 
although they could benefit from the availability of work, it doesn’t match with the situation 
in the economic core of the world where the wages are ‘free’.    
The last section of this chapter will explain the neoclassical economic theory, the 
characteristics of the theory and again the point of view of neoclassical theorists towards the 
topic of labor. The main characteristics of the neoclassical economic theory derive from 
classical theorists like Adam Smith and David Ricardo. The idea of supply and demand, 
caused by need and wants for the people are the core principle of this theory. It creates a ‘free 
market’, which functions best without the intervention of the state according to them. In this 
part, the focus will more be on the theory’s thoughts about international trade which should be 
helpful in understanding the emerging of trade agreements like the NAFTA. 
Smith and Ricardo believed that international trade had important consequences for capital 
accumulation. According to Smith, international commerce helps overcome the limitations of 
the internal market by selling the production surplus abroad. Ricardo argues that international 
commerce is crucial to bypass the limitations of internal agricultural production in order to 
lower the value of labor and increase profits (Larrain, 6). Like said before, the neoclassical 
theories are based on the classical theories. The difference lies in the fact that the neoclassical 
theory focusses more on the individual economic agents (producers or consumers) instead of 
the class structures which the classical theorists use. Classical economists stressed the idea of 
maximum feasible wealth creation, while neoclassical writers ‘focused more on the idea that 
individual pursuit of economic self-interest in capitalism could and would yield a harmonious 
rather than a conflict-ridden society (Wolff and Resnick, 52).’ However, in so far as 
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international trade is concerned, neoclassical economists did not much go further and fully 
accepted Ricardo’s theory of comparative advantage (Larrain, 9).  
Looking at the topic of labor linked with the neoclassical theory, there is a clear ‘battle line’ 
visible between the producers and consumers. The explained ‘free market’ of supply and 
demand with the so-called invisible hand also counts for the labor market. The supply of labor 
according to the neoclassical theorists is determined by the choice of any individual between 
real income and leisure. So for example, if the real wage is attractive for the workers, they are 
willing to work more instead of having more leisure causing a higher supply of demand. The 
producers are looking at two factors while determine the demand of labor. Those factors are 
the marginal productivity of the additional hired labor, and the price of the extra commodities. 
So, if the value of the marginal product is greater than its cost than the labor will be employed 
and vice versa (Wolff and Resnick, 77). A trade agreement for producers from neoliberal 
perspective, like great firms, can be very attractive if the countries involved are able to supply 
cheaper labor than in their own country. This could minimize their production costs and 
therefore maximize their profits which is the idea of the theory. 
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Labor conditions during the NAFTA agreement  
This second chapter of the thesis will research the labor conditions during the agreement by 
looking specifically at the Mexican export manufacturing sector. This topic is relevant to the 
thesis, because the labor conditions of workers are a well-known labor issue worldwide and it 
is interesting to see whether the NAFTA agreement has a positive or negative influence. The 
labor conditions in this sector will be researched by looking at the export manufacturing 
sector in total and afterwards by the maquiladora industries which are the most important 
industries in this sector. 
 Firstly, an overview of rates according to the manufacturing sector will be given in order to 
see whether the sector still grows under the agreement and which effects this has. Data shows 
that the manufacturing sector indeed has been one of the most dynamic sectors in Mexico 
during the years of the agreement. Manufacturing GDP grew by almost 36 percent from 
December 1993 to December 1999, in contrast to the aggregate GDP which grew by 21 
percent and the agricultural GDP which grew by less than 10 percent. Furthermore, 
manufacturing exports grew by almost 190 percent in real terms in that same period, which 
was above the total export growth of 140 percent (Córdova, 13). These statistics are based on 
the beginning years of the agreement, however in the following years manufactured goods 
exports have expanded by 11 percent per year on average in the period of 1995 till 2005 
(Haugh, Jamin and Rocha, 11). A growing economic sector must have effects on the 
employment rates in this particular sector. While maquiladora employment doubled from 
1994 to 1999, reaching 1.3 million workers, non-maquiladora employment grew by a mere 
five percent (Córdova, 15). There is a distinction made between the maquiladora and non-
maquiladora sector, because the maquiladora sector counts for the majority of the 
manufacturing exports.  
The maquiladora industries are manufacturing operations in a free trade zone, where factories 
import material and equipment duty-free. The Mexican government started the maquiladora 
program already in 1965 as a regional promotion of capitalist industrial growth. The main 
idea was that US manufacturers were invited to move their factories south across the border to 
take advantage of lower wage rates. By this time, the maquiladora program has gained 
Mexico a greater percentage of the export-processing market (Cravey, 15). Examples of the 
manufactured goods in the maquiladora industries are electronic components, consumer 
electronics, automotive, textile and apparels and rubber and plastics. The first three examples 
are by far the largest industries which account for 56 percent of the total industries 
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(Dowlatshahi, 232). During the NAFTA agreement, the sector did grow even more since the 
free trade took the last limitations away. In the three-thousand-plus maquiladora firms that 
cluster along the border are employed more than 1.2 million workers, generating a lot of 
Mexico’s manufactured exports. Despite these positive consequences of the maquiladora 
industries, there of course are negative effects as well. 
Authors Wise and Cypher are known critical writers on this subject and they are discussing 
the labor conditions in maquiladora industries during the NAFTA agreement. Looking at 
these labor conditions and the employment rate, they state that the maquila sector has ceased 
to create new jobs. Employment in August 2005 was 16 percent below levels which were 
achieved in 2000. In the period before, between 1994 and 2000, the maquila sector was 
growing in employment terms, however the wages paid 52 percent less than nonmaquila 
manufacturing while living costs along the border were even higher than in other states (Wise 
and Cypher, 126). The low wages are just one recurring topic according to the labor 
conditions of maquiladora workers, who are often women. By 2006, women constituted 58.8 
percent of the total maquiladora labor force and men 41.2 percent, especially in the areas of 
transport, electronics and automobiles (Domínguez et al, 187). The low wages are not the only 
ill conditions in the maquiladoras. Many plants are inadequately ventilated, poorly lighted and 
the absence of safety equipment are frequent. In addition, workers report that sanitation is 
poor, noise is inordinate, and machinery is unsafe (Butler, Teagarden, 486).  
In conclusion, the export manufacturing sector still is extremely important for the Mexican 
economy. The manufacturing GDP grew more than the average GDP in the beginning years 
of the agreement and besides the employment increased. The maquiladora industries are the 
most important player in this sector and these industries have both positive and negative 
effects. Looking to the labor conditions of maquiladora workers, it is possible to conclude that 
the workers are sometimes abused by low wages and unhealthy working conditions. From a 
neoclassical economic point of view the efficient allocation of labor leads to a higher 
productivity and this results to a higher GDP rate, while from the point of view of dependistas 
the cheap labor of Mexican workers can be used by the US to make profit on the back of an 
underdeveloped country.  
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Labor unions during the NAFTA agreement  
The third chapter will research the role of labor unions within the period of the agreement. 
The main focus will be the cooperation between the labor unions of the involved countries. 
This is relevant for the thesis, because labor unions represent the workers if there are labor 
issues and the strength of those unions are therefore extremely important. Researching 
whether these labor unions changed during the agreement could therefore provide an image of 
how big labor issues within the agreement were.   
In discussing the role of labor unions in all involved countries, it is interesting to see whether 
the labor unions of these countries have effect on each other. Immigration could be one 
important feature of cooperation between Mexican and US labor unions, because most 
immigrants towards the US are native Mexicans. These people probably need some support of 
labor unions as well, in order to get a decent job with normal wages and labor conditions. In 
her article, Watts is illustrating the positions of these labor unions according to the migration 
problem. She argues that these US and Mexican unions have not developed a strategy for 
cross-border cooperation around the issue of labor migration and the rights of migrant 
workers. One important reason for this lack of cross-border labor union solidarity is the 
economic inequality in wages and labor supply. Because of this, unions in Mexico support 
emigration as a means to reduce pressures on employment and of course an increase in wages. 
On the opposite of this, unions in the US would probably favor policies that keep out migrant 
workers who put downward pressure on wages and who compete with unskilled native 
workers (Watt, 3).  
This restrictive attitude of US unions towards the immigrants are one of the two possible 
reactions towards the migration problem. In some contexts, the labor movement has viewed 
new immigrant workers as a threat, while in others labor unions has seen them as an 
opportunity for union growth. This labor ‘dilemma’ of choosing between a restrictive or 
solidarity attitude towards the immigrants is discussed in the article Immigration and the 
Transformation of American Unionism. Illustrated is the way that the opinion of US unions 
towards migrants changed overtime, being anti before the start of the NAFTA agreement and 
more supportive in the beginning years of the agreement. In the beginning years of the 21th 
century labor leaders viewed mass immigration as an inevitable outcome of globalization and 
joined forces with other groups who were seeking to advance immigrant rights and promote 
realistic and expansive legal immigration (Burgoon et al, 936). Looking at the changing role 
of US labor unions according to the migration problem, it is still possible to say that these 
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developments came with the years and not only because of the start of the NAFTA agreement. 
It might be interesting therefore to research if there are other possible changes within the labor 
unions which are directly linked with the arrival of the NAFTA.  
The following paragraph will examine the link between the labor unions in all three involved 
countries. There will be looked at the cooperation among the unions before and during the 
agreement. This makes it possible that those labor unions are described now as international 
or transnational unions. Before the agreement started, few unions had transnational contacts 
and those that existed were transient and inequitable. There were no constant programs of 
action, nor interconnected efforts of solidarity. This changed with the implementation of the 
agreement, since NAFTA presented a threat that helped constitute a transnational political 
opportunity structure by mobilizing labor unions. NAFTA brought labor activists into contact 
with each other and labor leaders realized that the struggle against NAFTA would have to be 
a collaborative one, among the North American unions instead of being isolated to their own 
nations (Kay, 727, 728). The situation described above is quite a paradoxical one, because it is 
good when the labor unions in your country have the ability to grow. However in this case, 
they did expand and even worked together with others with the reason of stopping the 
NAFTA agreement.  
This paradoxical situation is also described by author Leisa Rothlisberger, focusing more on 
the consequences of the NAALC upon the labor unions. She says that ‘labor unions and 
activists innovative responses to the NAALC are another example of a paradoxical situation 
that reveals the absurdity of the neoliberal system. She criticizes the role of the NAALC even 
more by arguing that although the NAALC was deliberately fashioned to be a weak supporter 
of labor rights, its process unintentionally encourages transnational solidarity. When unions 
from different countries partner together, they productively take advantage of the limited 
protection which is offered by the NAALC. The cross-border necessity is to combat the 
problems which were actually created by the NAFTA itself and it creates cross-border 
exchange that has begun to protect basic immigrant rights (Rothlisberger, 82). This final 
argument shows that the ‘solidarity’ point of view of US labor unions according to the 
migration problem, which were discussed at the beginning of the chapter, indeed can be 
linked with the presence of the NAFTA agreement.  
Concluded, the immigration problem linked the labor unions of the US and Mexico already 
before the agreement. However, the attitude towards each other changed drastically during the 
NAFTA agreement. According to the migration problem, US labor unions were getting a 
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more ‘solidarity’ attitude, because labor leaders viewed mass immigration as an inevitable 
outcome of globalization and joined forces with other groups who were seeking to advance 
immigrant rights and promote realistic and expansive legal immigration (Burgoon et al, 936). 
Furthermore, the consequence of the NAFTA agreement was that North American labor 
unions started to work together in order to counter the agreement. They were actually helped 
by the regulations of the NAALC for countering the agreement, which created a paradoxical 
situation.  
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Labor mobility during the NAFTA agreement  
The fourth chapter of the thesis will discuss the labor mobility during the NAFTA agreement. 
The immigration of Mexican workers will be the main focus of the chapter, looking at both 
immigration towards the US and internal migration. This is relevant for the thesis, because 
immigration rates often show whether the labor conditions in a county or specific sector are 
promising or not. Hereby, the economic theories will be used for finding possible 
explanations for the positive or negative migration developments.  
To be able to examine the changed immigration during the agreement, it might be useful to 
illustrate if there were made specific immigration plans within the NAFTA. The first striking 
difference of the NAFTA agreement in comparison with other agreements, is that it does not 
mention the movement of persons within the region. Yet, it was thought that increasing trade 
flows between the US and Mexico would reduce immigration from the latter to the former 
(Lauby, 3). The immigration problem can therefore be seen as one of the secondary goals of 
the agreement. In signing the trade agreement, the US excluded the subject of labor migration 
from the negotiations. Although it was not an officially signed topic of the agreement, the 
NAFTA indirectly authorizes each member nation to restrict immigration from other member 
nations into its territory (Johnson, 940, 941). A brief conclusion, fighting labor migration was 
not an official objective of the NAFTA agreement, because it was thought that the economic 
developments of the agreement would solve this problem.  
This paragraph will demonstrate the argument that the increasing trade flows during the 
agreement are a solution for the migration problem. This thinking can be coupled with the 
neoclassical economic theorists, by looking at their classical international trade theory. 
According to Flores-Macías, the theory suggests that when countries with different factor 
endowments remove barriers to trade, increased trade flows become a substitute for 
migration. The mechanism follows the principle of comparative advantage, whereby capital 
intensive countries specialize in producing capital-intensive goods whereas labor intensive 
countries of course focus on producing labor-intensive goods. Afterwards, FDI of these 
capital intensive countries flows to labor intensive countries and this would create jobs and 
raise wages because of technology transfer and competition. At the end, these improvements 
would raise living standards in the labor-intensive countries which reduce migration flows 
(Flores-Macías, 436). The predictions of the NAFTA agreement towards the migration 
problem are clear now, the number of Mexican immigrants will be decreased. 
20 
 
Were these predictions before the agreement right? What are the developments of the 
migration problem during the NAFTA itself? Different statistics focusing on this topic are 
giving a disturbing picture. Migration from Mexico to the US has grown rapidly over the past 
two decades and this growth was accentuated with the start of NAFTA, whereby Mexico 
became the main source of immigrants for the US. In addition, in 2004 the population of 
Mexican origins in the US was estimated 26.6 million, including immigrants and US citizens 
of Mexican ancestry. Between 2000 and 2005 Mexico was the country with the highest 
number of people annually establishing their place of residence outside their home country 
(Wise and Cypher, 131). One explanation for these quite shocking statistics may lie in the 
agricultural sector. Agricultural workers have fared worse consequences of the agreement, as 
critics anticipated, farmers have suffered from competition with large, heavily subsidized US 
competitors. This ultimately leaded to job losses and unrest in this sector which leaded to 
increased immigration of agricultural workers, because those workers could earn more in the 
US where this sector is subsidized (Jacbos, 134). In addition, ‘the reduction of public 
spending in Mexico, the removal of subsidies to subsistence agriculture, the opening of feed 
and seed markets have had a displacing effect, leading peasants to seek economic 
opportunities in the neighboring country (Fernández-Kelly, Massey, 116).  
The exit of Mexican agricultural workers are just one explanation for the fact that 
immigration towards the US increased during the agreement. Very important in understanding 
the migration fluctuations, seem the link between the US economy and Mexican immigrants. 
The trade theory overstated NAFTA’s ability to reduce the effects of Mexico’s push factors, 
and understated the strength of the US pull factors. In other words, Mexican migration levels 
increased whenever the US economy created jobs and decreased whenever unemployment 
rose. Somewhat paradoxically, the more the countries benefit from NAFTA’s trade and 
investment, the lower the chances of reducing migration between Mexico and the US (Flores-
Macías, 439, 440). Vice versa, when the Mexican economy worsened, the same effects are 
visible. When Mexico was reeling from an economic crisis, with devaluation of the peso, 
inflation, increase of unemployment and wages which stagnated, the pressure to emigrate 
immediately increased (Heppel, Torres, 59). This shows that alongside the agricultural sector, 
economies in both countries have great influence on the level of immigration.  
The immigration towards the US are one possible option for (agricultural) workers to find 
better jobs, however there are more ways to improve their living standards. Internal migration 
is another option for seeking better jobs and this is the last topic to research in this chapter. 
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The first finding shows that younger people, male or female, and heads of household migrate 
more within Mexico. Hereby, education reduces the incentives to migrate to the border and to 
the US, but it increases the probability of migration towards the west and to the Mexico City 
Metropolitan Area (Aguayo-Téllez, Martínez-Navarro, 1659). Mexico’s northern states 
historically have been distinct from the rest of the country, in the distant past the Mexican 
border was even characterized by its geographic and political isolation from the rest of 
Mexico. The relative prosperity of the region pulls Mexican migrants to the border area 
(Heppel, Torres, 55). From 1970 to 2000, a period with more trade liberalization, percentage 
of migrants moving to the six border states increased by one-third and excluding Monterrey 
the percentage increased by 52 percent. Almost all these migrant movements are related to 
rural-to-urban migration/urbanization, meaning that people of the land are trying to find better 
jobs in the cities. A final reason for internal migration towards the border zone are already 
linked with possible immigration to the US. Moving to border cities may facilitate migration 
to the US, because migrants in this area can obtain information and make contacts that make 
migration across the border less costly (Villareal, Hamilton, 1277).  
Concluded, the migration problem was not an official topic on the bargaining table of the 
NAFTA agreement. However, it was thought that the increased trade flows and investments 
would solve the migration problem based on the classical trade theory. The opposite was true, 
the number of Mexican immigrants increased even more during the NAFTA agreement. The 
main reasons for this were the exit of most Mexican agricultural workers towards the 
agricultural sector in the US which was subsidized and the influence of both the US and 
Mexican economy upon the migration flows. Also with internal migration, the agricultural 
workers were the main switchers in finding a better job in the border zones. The neoclassical 
economic theory obviously didn’t work facing this topic and supporters of the dependency 
theory would still argue that US firms are using cheap Mexican labor when they need so, but 
if the US economy drops, the arrival of Mexican immigrants are suddenly a problem.  
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NAFTA labor issues related with economic development 
This fifth and final chapter of the thesis will be an analysis chapter based on the findings of 
the previous chapters. The outcomes of the labor conditions, labor unions and labor mobility 
will be linked with the topic of economic development and where possible with the use of the 
economic theories. First of all, a short explanation of economic development itself will be 
given and afterwards this will be coupled with the results from the NAFTA agreement.  
Economic development could be described as the process in which an economy grows and 
changes. It is often related to underdeveloped areas of the world, where development is 
needed to ensure a so-called standard of living. The standard of living is a broad concept, 
which includes economic factors like income, employment and on the other hand includes 
many social factors as well like quality and affordability of housing, days of holiday per year 
and so forth. So, an economy becomes more advanced when both economic and social 
conditions are improved. It should not be confused with economic growth, as Sen states 
‘economic development involves expansion of people’s capabilities. For this economic 
growth is only a means and often not a very efficient means either (Sen, 760).’ In other words, 
economic development is a policy intervention with aims of well-being of people, while 
economic growth has to do with market productivity and rise in GDP.  
After this broad description of economic development in general it is possible to illustrate 
what the role of labor is in economic development, by looking at the three mentioned labor 
issues. The main focus will be on the developments on economic development in Mexico, as 
this is the underdeveloped area. To start with the labor conditions, which was the first labor 
issue which was discussed in the thesis. The described labor conditions were all related to the 
export manufacturing sector and its maquiladora industries. Therefore, the meaning of labor 
conditions in economic development are only related to this sector and not for the whole 
Mexican country. The first findings were related to a rising GDP in the manufacturing sector 
(Córdova 13), an increase in manufacturing exports (Haugh et al, 11) and finally rising 
employment (Córdova, 15). The first two positive effects can be linked with the term of 
economic growth, which are one factor of economic development. Economic growth is a 
source of improvements in workers living standards, which again are an important feature of 
economic development. Furthermore, the rise of employment in this manufacturing sector can 
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also be related to increasing economic development as it is a condition of the standard of 
living. These conditions are all positive for the economic development in Mexico. 
However, further findings on the labor conditions during the agreement are giving an opposite 
image. These results were mainly based on the maquiladora industries which are the most 
important industries within the exporting manufacturing sector. Wages in this maquila sector 
paid 52 percent less than nonmaquila manufacturing, while living costs along the border were 
even higher than in other states (Wise and Cyper, 126). Furthermore, working conditions in 
these plants are very weak, with for example poor sanitation, inordinate noise and unsafe 
machinery (Butler, Teagarden, 486). Instead of improving labor conditions, those remained 
the same or even worsened during the NAFTA and weak labor conditions of course are not 
contributing to economic development. Thus, looking at the working conditions of 
maquiladora workers, it is possible to say that economic development in Mexico during the 
agreement was not reached. An overall conclusion of the findings based on labor conditions in 
the manufacturing sector is that the economic factors did improve economic development, 
whereas the more social factors did not improve economic development at all. 
The second labor issue which was researched, were the changes in labor unions during the 
agreement. It is interesting to look how labor unions can be related to the topic of economic 
development and whether the effects on labor unions during the agreement are positive or 
negative for economic development. A way in which labor unions can relate to economic 
development is their main goal to improve or maintain working conditions for their 
employment. Examples of these are negotiation of wages, work rules, complaint procedures, 
and workplace safety. Furthermore, labor unions can increase labor productivity which again 
leads to economic growth. It is therefore possible to say that strong labor unions are an 
example of economic development. Looking at the results of the research, North American 
labor unions came into contact with each other because of the agreement (Kay, 727, 728). 
This made the labor unions stronger in their demands, because they were acting now as a 
collaborative one. Besides this, it is plausible that Mexican labor unions became stronger by 
learning from the more developed US labor unions.  
Following this strategy, it is possible to say that the labor unions improved and based on this 
labor issue, the agreement helped in economic development. However, there is an ironic 
reason for the stronger labor unions. As described in that chapter, the labor unions started to 
work together to combat the problems which were actually created by the NAFTA itself 
(Rothlisberger, 82). Regulation of the labor provision NAALC made it possible for labor 
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unions to exist and raise their voices, but those voices were used against the NAFTA. In 
conclusion, although not with intention, the labor unions became stronger and powerful 
unions are also an indicator for economic development policies. 
The last labor issue to relate with economic development is the topic of labor mobility, 
basically the immigration ‘problem’. This labor topic can be discussed from different points 
of view, because it has much effect on both countries. However, the previous issues were 
focusing on the economic development for Mexico in particular and therefore it would be 
useful to look at the effects of the migration flows on the exporting country. Watching the 
migration dates during the agreement, it was mentioned that migration from Mexico to the US 
has grown rapidly over the past two decades, and between 2000 and 2005 Mexico was the 
country with the highest number of people annually establishing their place of residence 
outside their home country (Wise and Cypher, 131). There are several possible effects on 
economic development for Mexico based on this migration. Positive effects can be related 
with the remittances which are send back home through immigrants. They could improve 
consumption standards and augment investment of the people who remained home. Earning 
more money could improve their living standard and therefore this leads to the economic 
development of a certain group of Mexican people.  
In contrast, there are also possible negative effects of workers leaving your country on the 
economic development. More educated people who leave are devastating for economic 
development, because there knowledge is lost. This is having great impact on the health 
systems in developing countries and thus on the economic development. The intellectuals of 
any country are some of the most expensive resources, because of their training and lost 
opportunity. In Mexico’s case however, the most emigrants are low-skilled and low educated 
workers. This also has negative effects on the economic development of the country, because 
the productivity will decrease and this leads to less economic growth. The losses of these last 
two examples seem bigger than the benefits from the previous argument for economic 
development. Therefore, the high rates can be seen as a ‘problem’ and the NAFTA should 
have reduced this problem. However, the principle comparative advantage based on the 
classical international trade theory (Flores-Macías, 436) did not work out. Concluded on this, 
the effects of labor mobility/migration are more negative for the Mexican economic 
development. 
An overall conclusion of the three different labor issues related with economic development 
are giving a negative image. The agreement seems not useful for economic development 
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based on the labor conditions. Although a rising GDP, increased export and employment are 
factors of economic growth and thus are positive on economic development, the labor 
conditions in the maquiladora sector still are extremely bad with low wages and weak 
working conditions in the plants. The improved labor unions could be seen as the only labor 
issue with positive elements on the economic development, but ironically they became 
stronger to combat the problems of the NAFTA agreement itself. Finally, the labor mobility 
also had various effects on the economic development of Mexico. The costs of both educated 
and low-skilled labors leaving the country are probably higher than the possible benefits from 
remittances. It is clear that according to the topic of labor during the agreement the economic 
development of Mexico was negatively influenced.  
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Conclusion 
This thesis has researched the role of labor during the NAFTA agreement, based on the 
changes in three specific labor issues. Finally these findings were related on the topic of 
economic development. The three different labor issues which were discussed were the labor 
conditions, labor unions, and labor mobility.  
First of all, the topic of labor conditions in the exporting manufacturing sector was examined 
in chapter two of the thesis. Already before the agreement, this sector was of extreme 
importance for the Mexican economy and during the agreement it became even more 
important. The first findings were based more on the economic performance in the sector and 
these results were quite positive. The manufacturing GDP grew more than the average GDP 
(Córdova, 13), exports have expanded (Haugh et al, 11), and employment increased (Córdova, 
15). However, looking at the important maquiladora industries, wages in these sector are very 
low (Wise and Cyper, 126) and working conditions in these plants are very weak (Butler, 
Teagarden, 486). From a neoclassical economic point of view, the efficient allocation of 
Mexican labor leads to higher productivity which again leads to higher productivity and thus 
higher GDP. However, the most applicable theory to these labor conditions is the dependency 
theory. According to this theory, cheap Mexican labor was used by the developed country to 
make profit on the back of Mexico. Although Mexico also benefits from this cheap labor 
export, the developed country is making even more profit of it.  
The second topic discussed were the changes on labor unions in the involved countries during 
the agreement. Illustrated was that the migration problem already linked labor unions from the 
US and Mexico which each other, however there was no signal of any cooperative strategies 
towards this plan (Watt, 3). However, during the agreement US labor unions were getting 
more sympathy for immigrants and therefore the relationship between these unions was 
improved (Burgoon et al, 936). The most important results according to the changes of labor 
unions, was that North American labor unions started to work together in order to counter the 
NAFTA agreement (Kay, 727, 728). They were helped to gain force by the regulations of the 
labor provision NAALC, to combat the problems created through NAFTA (Rothlisberger, 
82). Concluding on the topic of labor unions, the agreement did improve the labor conditions, 
however the paradoxical situation makes this improvement less valuable.  
The last labor issue which was researched was the role of labor mobility during the 
agreement. Although the migration problem was not an official topic on the bargaining table 
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of the NAFTA agreement, it was thought that the problem would resolve itself during the 
agreement based on the classical trade theory and its comparative advantage model (Flores-
Macías, 436). The opposite was true, the number of Mexican immigrants increased even more 
during the NAFTA agreement (Wise and Cypher, 131). Reasons for this were leaving 
agricultural workers who were willing to find jobs in the same sector in the US (Jacobs, 134) 
and migration linked with the economies of both the US and Mexico. The more the countries 
benefit from NAFTA’s trade and investment, the lower chances of reducing migration 
(Flores-Macías 439, 440). Looking at the internal migration, again the agricultural workers 
were leaving their sector to work in the industries at the border zones. Hence, almost all these 
internal migration was based on rural-to-urban migration/urbanization (Heppel, Torres, 55). 
Concluded on the changes of this labor issue, the labor conditions within the agreement did 
not improve. The comparative advantage concept of the neoclassical theory failed based on 
the migration problem and from dependency theories point of view the use of Mexican cheap 
labor can be emphasized again. Furthermore, they could argue that the increasing immigration 
shows that the agreement has not a functional effect on the underdeveloped country.  
Finally, these labor conditions were linked with the concept of economic development 
especially based on Mexico. Based on the labor conditions during the agreement, the 
economic development was not positively affected. The labor conditions remained extremely 
poor, with low wages and weak working conditions in the plants. The improved labor unions 
could be seen as the only labor issue with positive elements on the economic development, 
but ironically they became stronger to combat the problems of the NAFTA agreement itself. 
Finally, the labor mobility also had various effects on the economic development of Mexico. 
The costs of both educated and low-skilled labors leaving the country are probably higher 
than the possible benefits from remittances. It is clear that according to the topic of labor 
during the agreement the economic development of Mexico was negatively influenced. 
Supporters of the dependency theory are thus right on the topic of labor conditions within the 
NAFTA. 
Overall, the labor conditions did not improved during the agreement based on the changes on 
the three specific labor issues. The research done in the thesis, therefore illustrates that the 
hypothesis formed in the introduction was not true.  
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